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OATH OR AFFIRMATION

] Allan S. Gordon

- swear (o1 affum) 1hat. 10 1he best of

my knowledge and belief 1he sccompanying financial statement and supporting schedules penaining 10 the Hirm of

Gordon, Haskett & Co. . as

of December 31 . 2006 - are true and corect. | further swear (o1 affirm) tha

neither the company nor any partner, propiietor, principal officer or direcior has any proprieiary inlerest in any account

classified solely as that of a customer, exceps as follows:
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THig rpon” s comtains (check all applicable boxes):

‘{‘n)l Facing Papp. '

Ib)“SIal,e.r‘nén_l of Financial Condition.

{c) Statememt of Income (Loss),

(d) Statement of Changes in Financial Condition.

(e} Statement of Changes in Stockholders’ Equity or Paniners’ or Sole Proprietors’ Capnal.

(f) Statemem of Changes in Liabilities Subordinated 10 Claims of Creditors.

(2} Computation of Nei Capiial.

{h) Compuation for Detenmination of Reserve Requirements Pursuant 10 Rule 15¢3-3.

(1) Information Relating 10 the Fossession or Comirol Requirements Under Rule 15¢3-3.

()) A Reconciliation, including appropriate explanation of the Compmation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3.3.

(k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect 10 methods of
consolidation.

(I} An Oath or Affirmation.

{m} A copy of the SIPC Supplemental Repon.

{n) A reportdescribing any material inadequacies found 10 exist or found 10 have existed since the daie of the previous audii.
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** For conditions of confidential 1reatment of certain portions of this filing, see section 240. 17a-5¢e)(3).
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STATEMENT OF FINANCIAL CONDITION
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New York, NY 1027}
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FAX (212)385-0215

INDEPENDENT AUDITOR’S REPORT

To the Pariners of
Gordon, Haskett & Co.
71 Arch Street
Greenwich, CT 06830

We have audited the accompanying statement of financial condition of Gordon, Haskett & Co. (A Partnership)
as of December 31, 2006. This financial statement is the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the statement of
financial condition is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the statement of financial condition. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
statement of financial condition presentation. We believe that our audit of the statement of financial condition
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Gordon, Haskett & Co. (A Partnership) as of December 31, 2006, in conformity with U.S.
generally accepted accounting principles.

fre o Y PE

ew York, New York
February 22, 2007




GORDON, HASKETT & CO.
(A PARTNERSHIP)
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

Cash and cash equivalents § 324,806
Receivables from brokers and dealers 18,914

Securities owned, at market value
U.S. Treasury bills and notes 1,191,255
Stock 19,305
Furniture and fixtures — net 9,800
Other receivables 200,000
Total assets $ 1,764,080

LIABILITIES AND PARTNERSHIP CAPITAL

Accounts payable and accrued liabilities $ 50,000

Commitments and contingencies

Partnership capital 1,714,080
Total liabilities and partnership capital $ 1,764,080

The accompanying notes are an integral part of these financial statements.




GORDON, HASKETT & CO.
(A PARTNERSHIP)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 1 - Nature of Business and Summary of Significant Accounting Policies

(a)

(b)

(c)

(d)

(¢)

Nature of Business

Gordon, Haskett & Co. (the “Partnership”) is primarily engaged in buying and selling securities
as a securities broker. The Partnership also provides consulting, research and financial services
to various institutions. The Partnership, like other securities entities, is affected by economic and
political conditions.

The Partnership operates under the provisions of Paragraph (k)(2)(ii) of rule 15¢3-3 of the
Securities and Exchange Commission (“SEC”) and, accordingly, is exempt from the remaining
provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(ii) provides that the
Partnership clears all transactions on behalf of customers on a fully-disclosed basis with a
clearing broker-dealer, and promptly transmits all customer funds and securities to the clearing
broker-dealer. The clearing broker-dealer carries all of the accounts of the customers and
maintains and preserves all related books and records as are customarily kept by a clearing
broker-dealer.

Basis of Accounting

Securities transactions (and related revenues and expenses) are reflected in the financial
statements on a settlement date basis. There is no material difference between the trade and
settlement dates. The Partnership trading and investment accounts are valued at market and the
resulting unrealized gains and losses are reflected in earnings.

Cash Equivalents

For purposes of the statement of cash flows, the Partnership has defined cash equivalents as
short-term money market funds, highly-liquid debt instruments purchased with a maturity of
three months or less, other than securities held for sale in the ordinary course of business.

Income Taxes

No provision has been made for income taxes, since each partner is liable for his proportionate
share of income taxes on partnership income.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period.




GORDON, HASKETT & CO.
(A PARTNERSHIP)

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 2 - Net Capital Requirement

The Partnership’s minimum net capital requirement under rule 15¢3-1 of the SEC was $50,000,
whereas the net capital as computed was $1.494,733, leaving an excess net capital of $1,444,733. The
capital ratio computed was 3.4%, versus an allowable maximum of 1500%.

Note 3 — Exchange Membership

During March 2006, the New York Stock Exchange (NYSE) merged with Archipelago Holdings, Inc.
As a result of this transaction, the Partnership exchanged its NYSE membership interest for $404,640
in cash, 78,601 shares of NYSE Group common stock, and a special dividend of $70,571. Accordingly
the Partnership recorded realized and unrealized gains of $6,483,282. The gains and special dividend
are included in other income in the accompanying income statement.

The aforementioned shares of NYSE Group common stock were immediately distributed to the
Partnership’s partners and included in capital withdrawals in the accompanying statement of changes
in partnership capital.

Note 4 - Consolidation of Variable Interest Entities

FASB issued FIN 46, Consolidation of Variable Interest Entities, (amended by FIN 46R) with an
initial measurement for pre-existing entities or business arrangements effective in 2006. FIN 46R
addresses the consolidation of business enterprises to which the usual condition of consolidation
(ownership of a majority voting interest) does not apply. This interpretation focuses on controlling
financial interests that may be achieved through business arrangements that do not involve voting
interests. 1t concludes that, in the absence of clear control through voling interests, a company’s
cxposure (variable interest) to the economic risks and potential rewards from the variable interest
entity’s assets and activities are the best evidence of control. If an enterprisc holds a majority of the
variable interests of an entity, it would be considered the primary benecficiary. The primary
beneficiary is required to consolidate the assets, liabilities and results of operations of the vanable
interest entity in its financial statements.

The Partnership has evaluated its relationships with three entities and has determined that, although the
entities are variable interest entities and the Partnership holds variable interests in the entities, these
entities are not required to be consolidated in the Partnership’s financial statements pursuant to FIN
46.

The Partnership leases office space from a partnership owned by its partners (See Note 5). The
Partnership is not the primary beneficiary.

The Partnership pays an annual license fee to a second partnership owned by its partners. This second
partnership is not an operating entity and exists solely as a pass through entity for receiving these fees.
For the year ended December 31, 2006, $120,000 in license fees were paid to this entity.




GORDON, HASKETT & CO.
(A PARTNERSHIP)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 2 - Net Capital Requirement

The Partnership’s minimum net capital requirement under rule 15¢3-1 of the SEC was $50,000,
whereas the net capital as computed was $1,494,733, leaving an excess net capital of $1,444,733. The
capital ratio computed was 3.4%, versus an allowable maximum of 1500%.

Note 3 — Exchange Membership

During March 2006, the New York Stock Exchange (NYSE) merged with Archipelago Holdings, Inc.
As a result of this transaction, the Partnership exchanged its NYSE membership interest for $404,640
in cash, 78,601 shares of NYSE Group common stock, and a special dividend of $70,571. Accordingly
the Partnership recorded realized and unrealized gains of $6,483,282. The gains and special dividend
are included n other income in the accompanying income statement.

The aforementioned shares of NYSE Group common stock were immediately distributed to the
Partnership’s partners and included in capital withdrawals in the accompanying statement of changes
in partnership capital.

Note 4 - Consolidation of Variable Interest Entities

FASB issued FIN 46, Consolidation of Variable Interest Entities, (amended by FIN 46R) with an
initial measurement for pre-existing entities or business arrangements effective in 2006. FIN 46R
addresses the consolidation of business enterprises to which the usual condition of consolidation
(ownership of a majority voting interest) does not apply. This interpretation focuses on controlling
financial interests that may be achieved through business arrangements that do not involve voting
interests. It concludes that, in the absence of clear control through voting interests, a company’s
exposure (variable interest) to the economic risks and potential rewards from the variable interest
entity’s assets and activities are the best evidence of control. If an enterprise holds a majority of the
vanable interests of an entity, it would be considered the primary beneficiary. The primary
beneficiary is required 1o consolidate the assets, liabilities and results of operations of the variable
interest entity in its financial statements.

The Partnership has evaluated its relationships with three entities and has determined that, although the
entities are variable interest entities and the Partnership holds vanable interests in the entities, these

entities are not required to be consolidated in the Partnership’s financial statements pursuant to FIN
46.

The Partnership leases office space from an entity owned by one of its partners (See Note 5). The
Partnership is not the primary beneficiary.

The Partnership pays an annual license fee to a second partnership owned by its partners. This second
partnership is not an operating entity and exists solely as a pass through entity for receiving these fees.
For the year ended December 31, 2006, $120,000 in license fees were paid to this entity.




GORDON, HASKETT & CO.
(A PARTNERSHIP)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 6 - Financial Instruments with Off-Balance-Sheet Credit Risk (continued)

The Pannership seeks 1o control the aforementioned risks by requiring customers to maintain margin
collateral in compliance with various regulatory requirements and the clearing broker’s internal
guidelines. The Partnership monitors its customer activity by reviewing information it receives from its
clearing broker on a daily basis, and requiring customers to deposit additional collateral, or reduce
positions, when necessary.

The Partnership has uninsured cash in vanous institutions which exceed FDIC insured limits

Note 7 — Recent Accounting Pronouncement

In September 2006, the FASB issued SFAS 157, Fair Value Measurements (“SFAS 1577). SFAS
157 defines fair value, establishes a framework for measuning fair value and enhances disclosures
about instruments carried at fair value, but does not change existing guidance as to whether of not an
instrument is carried at fair value. SFAS 157 also precludes the use of liquidity or block discount
when measuring instruments traded in an active market at fair value. SFAS 157 requires costs related
to acquiring financial instruments at fair value to be included in eamings and not capitalized as part of
the basis of the instrument. SFAS also clarifies that an issuer’s credit standing should be considered
when measuring liabilities at fair value.

SFAS is effective for 2007, and must be applied prospectively, except for the difference between the
carrying amount and fair value of a financial instrument that was traded in an active market that was
measured at fair value using a block discount and 1s to be applied as a cumulative-effect adjustment to
opening retained earnings on the date we initially apply SFAS 157.

The Partnership intends to adopt SFAS in 2007 and does not expect it 1o have a material impact on
our Statement of Financial Condition.

END

A copy of the Partnership’s statement of financial condition, as at December 31, 2006, pursuant 1o SEC rule
17a-5, 15 available for examination at the Partnership’s main office and at the regional office of the SEC.




